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MS. "' Secretary rWWL CIIMMUMIS.~I@~~S CFMMK@OY 
Federal Communications Commission O f i l C t  dF T H t  SECHETARY 

445 1 2 t h  Street,  SW 
Washington D.C. 

Re: Alascom, Inc.'s Petition for Waiver of Annual Tariff F.C.C. No. 11 
WC Docket No. 03-18 

Dear Ms. Dortch: 

Enclosed please find a n  original and  four copies of Alascom, Inc.'s Reply to  
Opposition in  the  above-referenced proceeding. Please date  s t amp the  enclosed 
cxtra copy and return it with the  messenger. 

If you have questions regarding this filing, please do not hesitate to contact 
the undersigned counsel. 

Charles R. Naftalin 
Holly R. Smith  
Holland & Knight LLP 
Counsel for Alascom, Inc. 



Before the  

ffashington,  D.C. 20554 
FEDERAL COMMUNICATIONS COMMISSION QiECE/VE 

MAR - 5 2303 

In the Mat,ter of ) f'm.oEHAL COMUUMVWONS CGMMIWO(j 
OFFICE i l F  THt SECRETARY 1 

Alascoin, Inc. Request for ) WC Docket No. 03-18 
Waiver of Commission Rule 1 
And Orders Requiring .Annual 1 
Tariff Revision 1 

REPLY TO OPPOSITION 

.Il;iscom, Inc.. a wholly owned subsidiary of AT&T Corp. ("Alascom"), 

t i?  it,s counscl. hereby replies to the Gcncral  Communication, Inc. ("GCI") 

Opposition to Alascom's Petit,ion for Waiver in the above-captioned 

proceeding. I 

I. I n t r o d u c t i o n .  

A1:iscom requested a waiver of the Ccimmission's rules and  orders  

rcquiring annual ra tc  revisions to i ts  Tariff No. 11 because i ts  Cost Allocation 

P l m  ("CAP") model t h a t  the Commission requires Alascom to use, and  da t a  

necessary to i t ,  were not sufficient to produce reliable 2003 rates. As s ta ted  

to the Commission, there would be more integrity in maintaining the  2002 

T;iriff No. 11 rates rathcr than submitt ing unreliable new rates.  

G U ' s  Opposition calls for fincs to  he levied against Alascom based 

upon t,wo content,ions. First. GCI argues that Alascom's Petition should be 



d m i e d  \ m a u s e  Alascoin failed to annualize the previous 200'2 data, compute 

rcsults using year 2002 investments a n d  year 2001 traffic, or go to great  

pains and  spare  no expense to recapture missing da ta ,  a process which would 

have been subst,ant,ively infeasiblc.2 Second, GCI alleges t ha t  Alascom fails 

to rxpliiin exactly how the  CAP model h a s  become obsolete to  Alascom's 

request a n d  then  GCI urges t ha t  t he  CAP was  invalid a t  all times. 

Thc Petit,ion w a s  supported by a thorough Declaration of outside 

(Jxperts. See Declar 

(\ ~ . c r  t,he Petition ("Initial Declaratiort). The ins tant  Reply is supported by the 

Rcply Declaration of I hosc csxperts, Reply Declara,tion. of John C. Kliclz and 

,17/lie A. Murph,,y ("Reply Declaration"). As demonstrated below, GCI offers no 

v;did factual  or legal basis to support its Opposition. 

11. 

on, of ?John C. Kliclz and Jidie A. Murphy, Attachment  

The Commission Expressly Approved the CAP. 

In its Opposit,ion, GCI glosses over the fact that, the  Commission 

rt3quircd ;Ilasc:om to prepare the  C:IP:'' Alascom retained outside consultants 

to do so. and  s u b m i t k d  it t,o the  Commission which, which initially reviewed 

and rejected the CAP.'  Alascom and  it,s consultants took t he  s t a f f s  
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t l i iwtions,  amended thc CAP a n d  resuhmitt,ed it when,  after fu r the r  review 

17)- t,he staff, i t  was  approvcd.5 Accordingly, the CAP is t he  exact model that 

tho Commission directly rcviewcd, suhst,antively amended a n d  expressly 

a p p r o v d .  GCI's various a 

of complaints 6 o m  1995 and 1996." As such,  they lack legal validity. 

a u k s  upon it are nothing more that a repetition 

GCI's challenges to the model a re  flawed. The Commission manda ted ,  

eva1u;itod and  expressly approved the  CAP model. Thus ,  the  CAP is a 

"lirwful" model prescrihrd b y  t,he Commission and  the  Commission should 

give i t  the  dcfcrcnce a n d  protection required for "lawful" carrier  ra tes ,  which 

arc the required outcome of thc  CAP process. Rates which are "lawful," have 

twcxn reviewed affirmatively and  found jus t  a n d  reasonable, and  therefore a re  

:ifforded a "conclusive prcsumption of reasonahleness."' The  same  should be 

truc lor t,he CAP a s  the model used by Alnscom to develop Tariff No. 11 rates .  

Moreover, i t  would he fundamentally unfair, indeed irrat ional ,  to penalize 

.&iscorn now for developing ra tes  based upon the CAP to which the 

Commission required i t  to adhere. 

3 



In addit,ion, as shown below, GCI's various complaints about t he  CAP 

o ~ d c r e d  by t,hc Commission do not address the  testimony of Mr. Klick a n d  

Ms. Murphy and  even mischaracterize some of it .  Reply Declaration a t  7 4 

111. The Facts Show that the CAP Has Functioned as the 
Commission Has Required but that the Passage of Time and 
Substantial Changes in Conditions Have Overtaken It. 

GCI's claim that ,  t he  CAP model never worked undermines almost  two 

p a r s  of FCC staff review of, and  interested party inpu t  to, t he  initially filed 

and t h e  subsequently approved CAP models. Reply Declaration at 11 6. GCI 

;ilso iynorrs Alascom's expert, testimony t ha t  the  CAP initially worked as t he  

FCC prcdickd-that 93 percent of all expenses a n d  investments were 

dircctly assignable or :ittrihut,ahle to  Bush a n d  non-Bush cost categories by 

the model. Id .  at 11 7. Additionally, t ha t  certain circa-1994 da ta  a re  h a r d  

coded within the  CAP establishes t ha t  t,he CAP was  in fact accurate. Id. 

Obviously, t,he model produced accurate results, the  Commission's staff 

coi.t;iinlv found t ha t  it did. The point which GCI mischaracterizes is that as 

lime goes hy,  a model containing hard-coded d a t a  gradually becomes less 

rcliable. 

It, is change over many years t ha t  has  inserted unreliability to a CAP 

1 ha t  func(.ioned as the Commission wanted it to at inception. As s ta ted  in  the 

nl t : i c h d  Xepl,y Declaration, "the sorts of dramatic changes we identify as 

taking place since 1994 ( 1 )  clearly call into question the  distinction between 

non-ccrinpetitive Bush locat,ions and  competit,ive non-Bush locations t h a t  we 
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uiidersland mot,ivat,ed the CAP process to begin with, and ('2) are likely t,o 

affcct the propriety of some of the allocation assumptions a n d  mechanisms 

used in the  CAP process." Id.  a t  7 9. 

Mr. Klick and Ms. Murphy s ta te  that the proliferation of cell phone 

;mtl Internet,  use combined with changcs in the  law, such as the  "freezing" of 

Bu5h locationi," have rendered the  model less reliable over time. See 

genei-ull,y, Initial Declaration a t  1111 6 ,  17-19. Their testimony, which is the 

only substant ial  evidence before the Commission, makes it clear tha t  t he  

C;1P functions a s  the Commission requires bu t  t h a t  changes in circumstances 

have. i ~ n d r r e d  it less accurate t h a n  in the past .  

IV. GCI Mischaracterizes Alascom's Data Collection Problems and 
Records. 

With respect to GCI's opposition regarding the availability of 2001- 

2002 d a h  for producing new 2003 rates,  GCI misleads the Commission when  

i t  contends t h a t  those data  do not exist. In  their  Initial Declaration, 

Rlr. Klick and Ms. Murphy s ta te  t,he opposite. Their testimony (Initial 

Declai~ation, 11 28),  misstated by GCI, is tha t  the necessary da t a  do exist as 

pai't, of the 365 million call detail  records t h a t  AT&T collects each day.!' 

Ti, 19:~:. the  n u r e ; ~ u  reviowcd Aascom's  revlsed CAP filing a n d  acted on a Petition for 
fietonslderation of the Alascoin Cap Approval order filed by GCI. See Alascon~, Inc., Cost 
I / ~ W , I / ~ O U  P / ~ J ~ I ,  /oi. t i i c  S'cpo,-ofion o / ' H i i , ~ h  ond Non,-Bri,sh Costs, Memorandum Opinion and 

O d c r  :\pproving Cost Allocation P lan ,  12 FCC Rcd 1991 (1997). In doing so, the  Bureau  
I ' ro~t '  i n  t,iine the dawhca t ion  of Bush and non-Rush arcas hecause "the process of 

.ictu;illy discoumye competition." T d .  at 'Il! 25-27, Alascom's March 15, 1997Application for 
I k v ~ c w  of this decision rem;mis pcnding today, almost  six years later.  
" (:CT allcjies t h a t  Xlascom v~olnted the Commission's regulations concerning toll billing 

,.eel. ,ii.ii . .'f y i n g  locations bctween ra tc  zones hased only on the  presence of a competitor may 

cwds bascd on thc  ahsrncc of'somc data nece ry to run  the CAP for the  year 2002. See 
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Howevcr, retroactivcly obtaining the data for the nine months would require 

searching approximately 100 billion records to identify approximately 200 

inillion .4liiscom records. I d .  at, 11 11. The point is t h a t  such a n  enormous 

search,  and its expenses, are infeasible 

GCl's "expert" statement, '" of hlr .  Leahy opines tha t  "the traffic records 

foy  calls on Alascom's network should be available" and  assuming they a re  

avi3ilahle. t,hat, the rec:ords should include call-by-call detail tha t  can be sorted 

into Ruih .  non-Bush, in t ras ta te  and interstate categories." Alascom agrccs 

hut 5uch ii search would he far more burdensome t h a n  useful, cspecially to  

-upport a CXP model for which regulatory change should be undertaken,  a s  

Xlascom h a s  lieen seeking for three years in its Petition for Elimination of 

GCI also alleges tha t  the Commission should deny Alascom's waiver 

wquest because Alascom could have run  the model extrapolating from 

four months of da ta ,  or alternatively, using year 2001 data  against  year 2002 

investment and expenses. As stated by thc  experts in the Reply Declaration, 

it, is ext,remely unreliablc t,o extrapolate from such a small  proportion of the  

;ictual da ta .  particularly in circumstances tha t  are characterized by thc  sorts 

( ; ( ' T  Opposi t ion a t  p.  19. AT&T maintains  toll billing records on behalf of Alascom in 
compliance u l t h  the Commission's Rules. As asserted above, and  as confirmed by Mr. Kllck 
;rnd U s .  I lu l ,phy,  the re1ev:mt data have been maintained as well but  t h a t  extrapolating 
t h r i u  would he infeasible under  the clrcumstanccs. 
I "  We m l . e  t ha t  no suhst,antlal qualificat~ons were submitted to quallfy Mr. Leahy as an 
( . \ - p e l t  
" Siv'  .Akrsconi Ih ,p l?  Dc~cio~~olion ;it li 10, clting Opposition a t  12. 

No O O - l 6  (filed March 10. 2000). 
.i'w .47'&7'Chrp orrd Alosco~ii 1r1.c. Pel i l lon.  f m  Gliniin~alion, ofCor~ditions, CC Docket 



of drnmatic a n d  rapid shift,s in demand,  as shown in the Initial Declaration. 

See Initial Declaration at, 11 16; Reply Declaration at 7 18-19. 

1easo11, it would be arbi trary to run  the CAP using last year 's volume 

For t h e  s ame  

statist,ici; with th is  year's investment, and expense inputs .  Reply Declarati,on 

;it 11 18-19. Neit,hcr option is a s  sound as maintaining the 2002 ra tes  in effect 

for 2003 .  

=\1;1scom is willing to consider alternative ra te  making processes in 

~ ~ i ~ l e r  to make  amendments  t o  Tariff No. 11 more efficient, a n d  Alascom is 

willing to engage ~~ in discussions with GCI designed to resolve their  

diffcrcsncc.s. Howevcr, any such change to the ra t e  making process would 

h;iw to bc presented to the Commission for it,s review a n d  approval,  

including suggestions from GCI. 

V. GCI Shows that the Results of the CAP Have Been Internally 
Consistent. 

11 is undeniablc that, the overall intent  of the  Commission i n  requiring 

and overseeing t,hc development of the CAP was  t,o ensure t h a t  Alascom is 

properly assigning costs to  Bush and  non-Bush categories. GCI ignores the  

suhstiint,i;il indications that,  the CAP functions as required, even if changes in 

circumslances have affected it,. Instead,  GCI argues that switching ra t e s  that 

differ hc twren  the  Bush a n d  non-Bush ra te  zones prove that t h e  CAP is 

tniIccurate. 

nothin< unreasonable ahout t.he development of higher switching a n d  

1 r:insport ra tes  in non-cnmpetitivc Bush areas than in competitive non-Bush 

GCI is wrong. -4s explained i n  the  Reply Declaration, there  is 
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areas. See Rep1.y Declaration at 11 17. The CAP at tr ibutes  investment and 

expcnses t,o Bush and  non-Bush locations using logical factors other t han  

minutes or use (MOU). For example, investment in  toll center switch 

facilities ~ il major component of t o t d  switching investment - is at t r ibuted 

quit,e logically on the  hasis of Bush and non-Bush total T-1 equivalents. 

Because Bush locations have 40% of the t o h l  T - l  equivalents, bu t  only 25% 

of'thc minutes,  this loads to investment costs per  MOU for toll center switch 

facilities tha t  arc twicc as high for Bush locations as for non-Bush locations. 

I d .  

The experts also note that substant ial  new satellite investments have 

dfecterl t ransport  ra tes  disproportionately. Because Bush locations use 

nearly 70% of Alascom's satellite channels,  bu t  generate only approximately 

25% of the minutes,  satellite investments and  expenses per  minute  of use fall 

much niorc heavily on the Bush rat.e zone. Reply Declaration a t  11 16. 

Therefore, GCI's criticism of Tariff No. 11 switching ra t e s  is baseless. 

Indeed, t he  current, differences between switching ra tes  have a similar 

rt,lat,ionship to the switching ra tes  produced by the CAP immediately after its 

; ~ p p r ~ ~ : l l  by the st,aff, which eshbl i shes  tha t  the CAP'S performance with 

i,espect t o  swit,ching has been consistent with the  staffs requirements.  

VI. GCI ' s  Opposition is Premised on Unsupported 
Misrepresentations. 

GCI claims tha t  Alascom should be fined for various reasons. Among 

thcm >Ire allegations such its: violation of the toll billing records requirement;  
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subsidizing service t,o non-Rush locations; abandonment of data collection as 

rogulat.ory "self help;" violations of the requirements of Parts 32 a n d  36 a n d  

Scxtions 64.901 and 64.!)03 of the Rules; AT&T used thc CAP but  i t  never 

inspected or underst.ood it: and tha t  Alascom's waiver request should he 

ctcnied because GCI was not permitted t,o review the CAP model in 1995. 

GCI offers no credihle evidencc to support these claims. Indeed, as 

shown previously, many of GCI's allegations are contrary to the facts 

cstxhlishcd in the declarations of Mr. Klick and Ms. Murphy.  

VII. Conclusion. 

A long-t,erm resolution to the problems raised in this proceeding is 

clear. The CAP mus t  bc replaced with a simple, rational and  economic 

system. GCI itself has ;idmit,t,ed in principle tha t  a price cap system would be 

;ippropri;ite for Tariff No. 11. See e.g., Opposition a t  p. 21. AT&T and  

.Ahscorn's Petit,ion for Elimination of Conditions (now pending three years  

without action), if granted. would solve t,he controversies and burdens  

generat,ed by the CAP. Altcrnativcly, granting the Petition for Waiver is a 

rcnsoniihle intcrim solution. 

Therefore, Alascom respectfully requests that the Commission gran t  

.4l;tscom's request for waiver of Section 61.68(e)(3) of the Commission's rules, 

a n d  the Commission decisions and  policies underlying that rule, requiring an 
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ani iual  r;ite revision for its Common Carrier Services (“CCS’) tariff (Alascom 

Tariff F.C.C N(J. 11) on a t  least 35 days’ notice.’:’ 

Respectfully submitted,  

ALASCOM, INC. 
/ 

Charles R. Naftalin k’ 
Holly R. Smith 
Holland & Knight LLP 
2099 Pennsylvania Avenue, NW 
Suite 100 
U’ashing-t,on, DC 20006-6801 
(202) 457-7040 



REPLY DECLAMTION OF 

.IO“ C. KLlCK 

A N D  

.IULIE A. MURPHY 

I .  We are .loliii C .  Klick arid Julie A. Murphy. We filed a Declaration in support of 

Llic Petition for Waiver filed by Alascom, Inc. (“Alascom”) on January 7, 2003 

(“Initial Declaralion”). Our qualifications were included as Exhibits 1 and 2 to 

that Declaration. 

At  Alascoin’s request, M’C filed the Initial Declaration to report on our review of 

~ l ic  Cost Allocation Plan (“CAP”) a n d  Alascoin’s efforts to use the CAP to 

csluhlisli Tariff No. I I rates for 2003. That declaration concluded that ( I )  there 

were reasons 10 bcl icvc t ha t  the CAP \vas no longer functioning as was originally 

intentled;l (2) Ihc currcnt C A P  process was very resourcc intensive, while i ts  

original purpose seeins to 110 longer be particularly relevant; and (3) there were 

scrious data problems [or portions of 2001 and 2002 that made i t  impossible to 

usc Llic CAP LO c:~lculatc rcvised TarifTNo. I 1  rates for 2003.2 

3 ,  The purpose ofthis Rcply Declaration is to respond to certain allegations made in 

(;ei7c,rrd (~ ‘o i i zn i i i r i i c . r i~ io~ i ,  Inc. Opposition IO  Petition for Wuiver (“GCI 

2. 

’ I ~ o r  cxample. \cc delnolistl-ated h a t  111 ieccnt years. tlie C A P  was iiiiable to directly assign as high a 
I i iopi i i~t io i i  i i f cxpe i iseu aiid invc~tn ien l  as was tlic case i+Iieii i t  \vas tirst established. 

.l i i i ic ‘0. 2002 
l i i i  t l ie 1251 l l u c r  iiionrhs (if 2001 2nd tlic firs1 s c w i  months o f L O O 2 .  

, A s  [ l i e  C ‘ A P  w a s  drslgned, t l ic 2003 riites would he hased on data for the time period July I .  2001 through 
I i ow ’cwr ,  as w r  f i i i~l l i  i n  UIJI lnifial Dcclaratmi, Alascoln \vas unable to collect useable data 

I 



Opposition”) that was filed on February 5,2002, and to the Siaternent ofJolol~n 

/ .<w/g that was attachcd as Exhibii 3 to the GCI Opposition. 

4. Our overall reaction is that the CC[ Opposition is more conccmed with reiterating 

argtiments that GCI evidently made in  1994 and 1095, when the CAP was 

originally establishcd, and which the FCC found unpersuasive at the time. GCT 

sccms less concerned with substantively responding to the issues raised in our 

tleclaratioii. Furthermore. when thc GCI Opposition does attempt to substantively 

atldress issues we raised. it often mischaracterizes our testimony. In this 

tlcclaration. we Ihopc to clarify certain of thcse issues. 

5 .  Clcarly. our Initial Dcclaratioii identified a number of reasons that strongly 

suggest that the CAP is not functioning, today, as i t  was intended to when the 

FCC approved tlic CAP process i n  1995. From our initial testimony in this 

rcgard, CCI sccks to Icap to the conclti~ion that the CAP process must never have 

\vorlted properly. Although wc becanic involved only recently, GCI’s conclusion 

seems tinwarranted. 

First. the GCI Opposition gives little consideration to the fact that the FCC staff 

revicwed the in i t i a l  CAP proposed by Alasconi, took into account criticisms made 

by inlcrested pat-lics, including CCT and AT&T (which, at the time, was a party 

advct-se to Alasconi), and rcqtiired stibstantive changes to the CAP before 

~ p p r o v ~ t i s  it in 1005. To suggest the C A P  nevw worked, as GCI does, i s  to 

tgiore what were obviously significant efforts undertaken by the FCC in 

developing the CAP, and to impugn the FCC’s intentions in trying to establish 

0. 
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cost-based ca r r ids  carrier rates that were intended to ensure a level playing field 

l i x  all carriers i n  Alaska. 

7. Second, GCI ignores thc evidcnce set forth in our Initial Declaration concerning 

significant declinc that has  occurrcd in thc percentage of expenses and investment 

lhal the CAP now dircctly assigns (as opposed to directly attributed or allocated) 

froin the 20 pcrceiit t l ~ a t  cliaraclerized the early runs of the CAP process. As we 

nolcd i n  OUT Initial Declaration, the pcrcentage of cxpenses that is directly 

assigncd have declined to16.02% i n  1999 and 8.59% in 2001 CAP cost models. 

M u c h  ol'rhe overall decline was obscrved in the last few years.' Although the 

percentage o f  directly assignable expenscs and investment has declined-raising 

suhslantial questions about what has changcd-the CAP s t i l l  requires allocation 

o f  rclatively small proportions ol'total expcnses and investments. This is strong 

evitlencc that at one point, h e  CAP process worked well. Similarly, the fact that 

ccrtaiii circa 1994 statistics are used as hard coded bases for allocation within the 

C A P  means the CAP proccss is likely to be less and less accurate as time goes on 

h u i  it does no( suggcst that the CAP process failed to work properly when it was 

first implemented. 

8. Third, GCI belittles our efforts to suggest that certain changes in the nature o f  the 

ielecominunications services provided in Alaska, may have adversely affected the 

original Inierit o f  ~ l i c  C A P  process. Specifically, we noted that ( I )  the explosive 

While \\e have ~ i o t  iiiidcttaken a i l  eshaurtive analysis ol thc  reasons why this occuired, our Inir ial 
I)ci. laial ioi i  11111cil r l l a t  Alaacoiii had iitcrearingly lnadc ~n~cstn ie i i ts  and incl ined expenses assigned to 
1 ' I~OCs Ilia1 caii iiot be di icctly assigled to Riish or noli-Uush locations. It i s  also important to note that 
i i l i i l c  rlie pei~cciitagc of expenses and iiivesimenl dircctly assigned has declined. this has been offset by a n  
111crca\c i n  the Ipcrcenlagr ofexpenses 2nd mes tmr i i t  directly attributed. Thus, the percentage ofexpense 
i l i i m t l y  assigned o r  directly attributed---the standard uscd by the FCC in evaluating the init ial ly approved 
( ' \ P ~  h a s  rcnanied in  the 90'% range rhroughour this perlod. 
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growth i n  the tisc of calling cards and other I -800-CALLATT services since 

I094/190S had draniatically shifted the ininutcs o f  use as reported in the CAP and 

(2)  the advent o f  significant cell phonc usage created facilities usage patterns and 

data recordation issucs that had the potcntial to distort the output of the CAP 

process (Initial Declaration at 7 18). In particular, we identified a particular cell 

phone calling pattern that, by virtue of its call flow, had tlie potential to double- 

count t l ie ininttlcs o f  iise recordcd by  Alascom 

Lb'llile it is truc that w e  have not yet had thc opportunity to undertake the detailed 0, 

analysis o r  the CAP process that would be required to definitively determine how 

each o f  these new developnicnts would flow tlirougli the CAP and affect the costs 

that i t  calculates, tlic sorts ofdramatic changes we identify as having taken place 

since 1004 ( I  ) rletrrh call into question tlie distinction between non-competitive 

Bush locations and conipetitivc non-Bush locations that we understand motivated 

'the C A P  pi-ocess to begin with, and (2) are /ike/,y to affect the integrity of some of  

the assignment, attribution and allocation assumptions and mechanisms used in 

the CAP process. 

I O .  111 this rcgard, our Initial Declaralion also raised the question whether it was 

appropriate to undertake a detailcd analysis ortlie CAP process at this point given 

the resource intensive nature o f  dcvcloping rates using the CAP each year. 

particularly in light o f  Lhc issues raised i n  the Pclilionfor Eliminnriorz qf 

(~'ontliiion.5 that Alascotn and AT&T have had pending at the Commission for the 

past  threc vears (K Docket No. 00-46).4 That pleading raises legitimate concern 

' Scc .Zl'h I Cotp and Alascorii Inc. Prl i l ion for t l imination orCvndilions, 
( c '  Dnchct No. 00 46 ( l i lcd Mmch IO, 2000). 



about thc ongoing need to run the CAP process and file TariffNo. 11 rates. GCI 

also ignorcs this portion of our Initial Declaration  it seems intent only on trying 

to lorcc Alascom and AT&T to spend money on an unreliable and we believe 

unnecessary “tipdatc” of the CAP proccss for 2003, and on persuading the FCC 

imposc ii line 011 Alascom 

I O .  In this latter regard, GCI conipletely niischaracterizes the observation in  our 

Initial Declaration lhat “there is no effective nieaiis of collecting” the data for 

.Itme 2001 through .Iuly of 2002 (Klick/Miirphy Declaration at 11 29). GCI asks 

the FCC to infei-, hascd on o w  testimony, that these data do not exist (GCI 

Opposition at 12), antl to impose a fine for “violation o f .  . . document retention 

rcc~uircments” (GCI Opposition at  19) and GCI also obviously incurred cost to 

liil\~c Mr. Lcahy tile a statement in which hc concludes that 

“the traffic records for calls on Alascoin’s network should 
hc available. 111 addition, these records should include call- 
by-call deiail &it11 the originating and terminating numbers 
orcach call. These records can be sorted to obtain volumes 
for Bush. iioii-Bush, interstate and intrastate calling, to the 
cxtcnt thcsc data are actually used by the CAP in 
developing rates” 

CCI Opposition at 12  

1 1 .  Howcver, as wc explained in 11 28 ofour Initial Declaration, there is no dispute 

about the fact that these data do exist ~ they are part of the 365 million Call Detail 

Records that  AT&T collecIs each day  antl retains in a data storage f a ~ i l i t y . ~  This 

translates into 1 1  billion Call Detail Records per month that are collected and 

stored. The point raised in our Initial Declaration was not that it is infeasible to 

’ I1 is o w  tinderslandinf that AT&T maiiitainc i l ic Call Dctni l  Rccnrds for all intcrstate calls to the 
ioiit i i ienirl l I!iiiicd States handled by Alascom. 
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proccss thc 20 million records a month associated with Alascom's operations. 

lnslcad our point was that i t  is infeasible to search 11 billion records a month to 

, / ; / /d  lhc 20  nill lion rccords associated with Alasconi, and to do that for the 9 

months that arc iiiissins for the J ~ i l y  I ,  2001 through June 30, 2002 period 

required to apply thc CAP lo dcvelop the 2003 Tariff No. 11 rates. 

1 2 .  In another instance, GCI implies tlial Alasconi is no longer maintaining required 

Part 32 account Iiy elliptically citing a portion o fa  statement from our 

Declaralion: "For example, the inodel reports Part 32 balance sheet and expense 

dala Tor a11 CLOC locationso as hard-codcd numbers, which sheds no light on the 

under1 yinq basis for the assignment of dollars to specific geographic or functional 

Iocalioiis." 111 a highly misleading Tashion, GCI omitted the underscored portion 

of the quolc.' Our Inilia1 Declaration was clearly referring to the alloculion of 

dollars enlercd into the worksheet each year that did not fall into a specific CLOC 

code. Nowhcrc did we suggcst that the Part 32 Account data itself was not 

~ ~ p d a i c d  for each 'Tal-iff I I filing. To the contrary, wc found that the Part 32 

halance sheet and cxpense input data is designcd to he updated each time the CAP 

proccss is r u n ,  and that  these updates did occur. Furthermore, we found that 

Alasconi updated the CAP expense and investment inputs in the yearly CAP 

li lings. 

I3 When one CUIS  Lhrough all of ~ h c  rhetoric, there are only two substantive issues 

raised by the GCI opposition. First is GCl's belief that the CAP process i s  and 

lias bcen seriously flawed froni the beginning. This belief seems to be based on 

' I  1'I ic ('1 ,(I(- 15 il ycoyrapliic ircgioii lliat ITl (levcloped and  tnaintaincd its account Information in the 
1101 m a l  i'(iiiisc o f  business. 

( oi i~pi l i 'c C X ' I  Opposition dt  11 1 0  a i i d  Klick~Muipliy .January 7 ,  2002 Declaration at 11 14. 



the I‘act that “although the same switching ticilities are used to provide Bush and 

ion-Hush services - and thus the costs of’ switching to serve Bush and non-Bush 

ai-cas are the same ~ Alascom tiled a Bush switching rate almost double that of 

the non-Bush switching rate.” ( G C I  Opposition a1 5 ) . 8  Thcre are two responses 

lo this complaint. 

14. First. lhc FCC undertook a detailcd analysis of the CAP before adopting it in 

I (J95. and that vei-y tirst CAP application produced much higher switching and 

Iransport rates i n  non-coinpctiti\,e Bush areas than i n  the competitivc noli-Bush 

regions. l‘liis fact is contirincd b y  the Ihllowing table, which summarizes the 

history of the CAl’-produced ratcs. 

Alascom Interstate 
Common Carrier Services Rate History (%/ MOU) 

Alaskal 
Year Inh-AIaska Transport switching CONUS 

Effective Non-Bush Bush Non-Bush Tmnqol-L 

1596 $0.2403 $0 03x3 $0.0381 $0.0218 $0.0207 
1997 $0.2681 $0 OS35 $0.0334 $0.0230 $0.0202 
1998 $0 1988 $0 0721 $0.0334 $O.OSOS $0.0209 
1999 $0.2131 $0.0732 $0.0333 $0.0271 $0.0225 
2000 $0.2384 $0~0695 $0 0408 $O.D222 $0 0142 
2OOi $0,2163 $0.0848 $0.0366 $0.0190 $o.olao 
L U U L  $02093 $00766 $0 0357 $0 0174 $0.0218 
---- 

’ .Sw, i i ls i i .  GC! Oppositiori at 15: ‘ Y K I  was concerncd about the questionable results produced by the CAP 

w i l s  scIiiicI1o\b innre expensivgthaii the other.” 
\IICII >I,\ j \ v i k l i ’ i  A ~ W E ~ W  0 p r y  !jib# the s,apj%swJitcli asjf,yK min-yT@traffic ovfg&e same switch 
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IS. Second, the fact that switching and transport rates would be higher in Bush than 

noli-Bush arcas is neither surprising nor inappropriate, given that the Tariff No. 

I I rates are expressed on a minute of use ("MOU") basis. The majority of 

oriziiiatiiig and terminating tisage occtirs in ion-Bush areas. As our Initial 

Dcclaration dcnionstmlcd, more than 75% of the total interstate switched usage 

oiiginntcd or terminated iii non-Bush localions (76% = 896/1,174 million 

switched minutes). Howwer, thc CAP employs logical attributions other than 

iiiinutcs of use, which is hound to affect Bush aiid Non-Bush locations differently. 

b~or cxaniple, the 2002 r u n  of the CAP identifies two CLOCs (4000 and 4768) that 

coniprisc a large portion of the investment in digital switching (Part 3 2  account 

2 2  12. These two Fdcilities are toll center switch facilities, which the CAP allocates 

between Bush and Noli-Bush locations on the basis of total T-1 equivalents (the 

st i i i i  oi'switclied plus privatc line T-I equivalents). While the Bush areas have 

on ly  approxi~nately 2574 oftlic niinutes, they have nearly 40% of the total 7-1 

equivalcnts.  Mathematically, this would result in a cost per MOU for the Bush 

areas that is Lwice Ihc cost iii the lion-Bush arcas. IJ 

16. Apan from the absolute levels of tlic switching and transport rates, GCI also 

coinplains about rclative drangcs in thc Bush rates vis-a-vis the non-Bush 

switching rates over the last few years. While Alascom's total net plant I (I 

" It kml invcstinent IS "y" a i id  tutal MOU are "x". the average cost per MOU is yix. IFBush locations have 
X)'',<z o f l l i c  inwsiint'iit aiid 25% 0111i(. MOL!, then the cast per Bush MOlJ is .4y/.25x = 1.6 (yix) or 160% 
~ ~ f s y s t e n i  avcrage; iioii-Biisli l n c a i l o i i s  h a w  hO'% of the iiivestnient and 75'% ofthe MOU--this cost per 
VOIb is .O 7is-.8 ( y ' s )  of-syhtciii aLcrage. 111 sliort, this yiclds exactly the 2 - to - 1 relabonship ofBush 
Io  Iioi1-Dusli su  i lc l i i i ig tha t  GCI cniiiplaiiis abnul. 

( i( ' I Opposilioii a t  tsliibit 4. ,( I  
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invcstment (and expenses) have remained relatively stable over the past few 

years, an increasingly higher proportion o f  thesc investments are associated with 

network elcnients that (he CAP associates with Bush areas. For example, over 

tlic last few years Alascom made a large invcstment in satellite and earth station 

(and  other radio) racilities equipment (generally, thesc are reported in Part 32 

Accounl 223 I). For cxamplc, in 2000, Alasconi purchased a new satellite system - 

- the Aurora 111 -- inticli ofwhicli is uscd to provide service to the Bush areas of 

Alaska. Thc CAP modcl reports this investment as to CLOC 9984 and allocatcs 

the cost between Bush and non-Bush locations by the percentage of transponder 

clianncls assigned to Bush and non-Bush locations. Because the majority of the 

transponder channels in Alascom's network are utilized by Bush locations 

(09.?2'%, in Z O O l ) ,  alinost 70 perccnt ofthe satellite investment in that year was 

attribtiled to Bush localions, cven though these locations in total comprise only 

apploxiniatcly 25 percent of the interstate MOUs. All else being equal, therefore, 

investments stich as these incrcase the Bush transport rates relative to the non- 

Busli rilles. 

I I  

17. Bccause logical cos1 attribution factors do not necessarily align with relative 

minutes of use, one would c~xpec./ lower transport costs per interstate MOU for the 

non-Bush locations than for the Bush locations, as the above examples 

tlcnionstratc. There would bc more cause for alarm if the CAP did not produce a 

t l i h c n c c  o f  the inagnitude cited by GCI. Thus, the logical foundation of GCI's 

ci-iticisins of thc CAP is flawed. Furthermore, as noted above, the relationship 

bctwecn the current Bush and lion-Bush switching rates is approximately the 

' I the C.4P ~ n o d c l  uils designcd to Idcnt l ty the most approp~late cdp 
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same as the relationships exhibitcd iii the original version of the CAP model 

adopted by [ l ie FCC.” 

18. The second suhstaniivc issue raised in the GCl Opposition relates to the missing 

data required to generate 2003 rates from the CAP. Although CCI admits that i t  

is “ill-equipped to recommend a specific rate level for any tariff element” (GCI 

Opposilion at  IO), i I  appears quite comfortable suggesting that Alascom should 

have solved the problem o l  the missing data by “simply annualiz[ing] the data i t  

has or comput[ing] results wi th  last ycar’s traffic data and this year’s investment 

and expense” (GCI Opposition at 12). In our view, neither of these suggestions 

sccins as sound as the approach wc suggested of maintaining the 2002 rates in 

cffect Tor 2003. 

IO. As noted earlier, data  is inissing Ibr 9 of the I 2  nionths that normally would bc 

used to calculatc Lhc 2003 rates under the CAP.  Our experience is that it is 

cxtrcniely unreliable to extrapolate to an entirc year from such a small proportion 

of actual data, particularly in circumstances Lhal are characterized by the sorts of 

dramatic and rapid shifts in  demand displayed in the table in 11 16 of our Initial 

Dcclaration. For the same reason, i t  would be arbitrary to run the CAP using last 

year’s volunic statistics with this year’s investment and expense inputs. This 

ignores both changcs in  overall volumes and changes in the mix of the various 

levels of rcsourccs required to provide each of the services that are reflected in the 

CAP. 

, >  
’~ O~COLIIW G(’l I S  silent on thi) i c l a t~onshp  hetwecll the Busli and non-Bush transport rakes because i t  
LIII\ agalnrt  i ls ~ W I I C I I I I I ~  ar:umcnt. Whllc the w g i n a l  Bush transport rates were nearly 6 limes greater 
l l i a i i  ( l ie l i on -R i i sh  l iwxport rates, the l i iost  recent CAP niodcl resulted in Bush lranspork rates only 2.5 
1111ics Lhc rinn-Dusli Ialcs. Sec rahlr I abovc. 



20. I f  the CAP has validity as a cost-finding tool, one would expect that the costs per 

output activity would hc relalively stable from year-to-year. As the table 

displayed carlicr denionstrales, this indeed has been the case. Furthermore, our 

proposal to extend 1 x 1  year’s rates through 2003 has thc added advantage of 

avoiding thc cxpendittirc of precious resources in running the CAP process for 

what would clcarly be il relatively meaningless exercise. 13 

” <;<-I chalacterires as “carelidly crafted,” “niisleading,” and “confusing” the statement made by Alascom 

whetlicr c l ian+x in I rs  iiivestments, expenses and operations siiicc submission of its most recent rate 
i c \ i vo i i  11) Tari l f  11 would h e  sufficlent to warrant ratc revIslons now for 2003.” GCI Opposition at 7. and 
lii. 20. t lo\*evci.  Alascom’s statement is entirely accurate. ‘l‘lie data required to definitively determine 
i~ l i~ t l l e i~  irare cllanges liw 2003 arc wairanted cannot he feasibly developed, and absent that data it is not 
Ip<w!hlr i q ~ i s l i f y  any change. .As we i i ~ t c  in thc body of our Declaration, however, there is reason to 
Iheltcve t l i a l  the 2002 rares are  l l ic  inorl ireasonable proxy for rates that would havc been determined for 
2 0 0 1  it’thc rcquiired data wcrc a v a i l a b l e  

111 N o ~ ~ h c i ~  2002 [hat  “[ajf tn  review orrhe available data, a t  this time Alascorn is unable to detemne 
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